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Comments on Proposed Rule Making Under Section 614
of the Internal Revenue Code of 1954 Relating to
Elections to Treat Operating Mineral Interests
in the Same Tract or Parcel as Separated or in Combination

Specific Comments
Section

1.614-6(b)(iii)
Examples 5 and 6

1
These examples in the proposed regulations,
(as well as those in the present regulations)
illustrate situations where mineral interests
with "negative basis" (those where adjust
ments under Section 1016 exceed unadjusted
basis) are required to be offset against prop
erties with "positive basis" when aggregations
occur.
There appears to be no statutoryauthority for this position and it seems in
consistent with Rev. Rul. 54—421 which states
that basis cannot be reduced below zero.
Because combination or aggregation is no
longer elective, such requirement with respect
to "negative basis" could cause hardship and
is unreasonable.

2
1.614-8(a)(2)(ii)
Additional Example

Assume that the taxpayer in the preceding example
owned only 50% of the operating mineral interests
described and in 1967 acquired additional 25%
interests in taxable transactions.
At the time
of such acquisitions there are five operating
mineral interests.
Assuming that the taxpayer
has previously elected to combine numbers 3 and
4 of the previously acquired interests and
that the taxpayer makes no election in respect
of the newly acquired interests, all five
newly acquired interests will be combined with
old interests 3 and 4 in a single combination.

The taxpayer, may, however, make an elec
tion to combine only some of the newly
acquired five interests with 3 and 4 and
leave any of the others separate.
In no
event may the taxpayer combine new 1 with
old 1, new 2 with old 2, or new 5 with
old 5.

3
1.614-8(a)(3)(ii)

This section prescribes the method for maxing
the election.
Among other things, it re
quires that a statement be attached to the
tax return for the first year for which rhe
election is made which will identify the
properties being combined.
The regulations
suggest
that maps, appropriately marked,
be submitted in support of the election.
This requirement is not necessary, particu
larly since, under the new statute, only
separate mineral interests within a particu
lar tract can be combined.
Furthermore,
there is a later statement requiring the
taxpayer to maintain "adequate records
and maps in support of the...information."
It appears unnecessary to submit maps with
tax returns, so long as the taxpayers retain
such maps in their files for later review by
the Internal Revenue Service.

Comments on Mechanics

1.614-4(a)(2)

The second sentence reads, "For purposes of
this section, the term ’property’ means such
separate..." The word "such" is a typographical
error and should be "each."

1.614-8(a)(2)(i)

In the heading and the first sentence the
word "plant" should be "plan."
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